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ACTUARIES IN THE U.S. GENERAL 
ACCOUNTING OFFICE 

by Franklin B. Dana 

In 1969, for the first time, the U.S. Gen- 
eral Accounting Office (GAO) hired an 
actuary. This article attempts to answer 
the often-asked question, "What do actu- 
aries do at the General Accounting 
Office?" 

GAO's Purpose and Responsibilities 
Established by the Budget and Ac- 

counting Act of 1921 as an independent 
non-political arm of Congress, GAO's 
purposes and responsibilities are: 

• To assist the Congress,.its committees 
and its members, as much as it can, 
to carry out their legislative and over- 
sight responsibilities, consistent with 
its role as an independent agency. 

• To audit and evaluate programs, ac- 
tivities and financial operations of 
Federal departments and agencies and 
to make recommendations toward 
more efficient and effective operations. 

• To carry out financial control and 
other functions with respect to Feder- 
al Government programs and opera- 
tions, including accounting, legal and 
claims settlement work. 

GAO is not an agency of the Execu- 
tive Branch, although its employees are 
generally subject to the same rules and 
regulations as other U.S. civilian em- 
ployees. It is responsible directly to Con- 
gress, and is often referred to as "the 
principal investigative agency of Con- 
gress" or "the watchdog of Congress." 
Also, unlike executive agencies, GAO's 
scope is not limited to a single specialty 
or activity, but covers anything connect- 
ed with the legislative and oversight re- 
sponsibilities of Congress. While much 
of the work results from specific requests 
by members of Congress, GAO can and 
does initiate work. Under its broad man- 

(Continued on page 7) 

Inviting Your Thoughts On 
Professional Standards 

We have a new Task Force on Guides 
to Professional Conduct responsible 
for making recommendations on such 
questions as: 

What, if any, written standards of 
ethical conduct does the Society 
need ? 

How detailed ought they to be? 
How should they relate to those of 

the other U.S. and Canadian 
actuarial bodies? 

What companion improvements in 
our Guides might now be made? 

Whatever guidelines the Society 
adopts are sure to affect significantly 
the Society's nature and its relations 
with those other bodies. Accordingly, 
the Task Force invites and encourages 
you to send comments and sugges- 
tions on relevant issues to us through 
our Chairman at his Year Book ad- 
dress. 

We plan to report to the Board of 
Governors in the summer or early 
fall. 

Daphne D. Bartlett, Dwight K. 
Bartlett, III, Kenneth T. Clark, Rich- 
ard Humphrys, William A. Spare, 
Charles B. H. Watson, Alan Lazar- 
escu (Society Legal Counsel), and 
Julius Vogel, Chairman. 

FUNDING AN FSA PARTY 
by Pamela S. Woodley 

Results are out, and I am an FSA. Read- 
ers of this newsletter will appreciate my 
compulsion to gather co-workers and 
friends, and to see liquor and root beer 
flow freely, and several trays of cold 
cuts be demolished. The FSA party has 
become as entrenched an actuarial tra- 
dition as overtime in January. 

(Con t tnued  on page 8) 

CANADA SEEN FROM NORWICH 
Having read in FIASCO that the inau- 
gural meeting of the Norwich Actuarial 
Society (for "Society" read "Club" 
everywhere in North America except 
Michigan) heard a paper entitled, 
"Looking at Canada in 1980", we asked 
its author, A. Peter Hardy, F.I.A., for 
a copy. Mr. Hardy, who had called 
upon his own experiences in Canada in 
1976-79 to write it, kindly permits us 
to print some excerpts here. Readers 
wishing to see the whole text may ob- 
tain it from this newsletter until our 
supply (2 copies) is exhausted. 

The author's comparisons between 
Canadian and British life insurance prac- 
tices appear under five interrelated topi- 
cal headings: Taxation, Guaranteed 
CSV's, Life Assurance Commission and 
the Field Force, Group Life Insurance, 
Group Pensions. Only the first three of 
these are reviewed here. Says he, "It is 
intcresting to observe the effect which 
certain of these itemshave upon the repu- 
tation of the life insurance industry, 
i.e., public confidence in the ability of the 
industry .to act in a responsible, account- 
able and self-regulatory manner and to 
provide good value for money. Time and 
again industry reputation emerges as 
one of the principal underlying differ- 
ences between operations in Canada and 
the U.K." Mr. Hardy's belief is that 
studying today's Canadian environment 
helps in predicting how the U.K. market 
may develop during this decade unless 
influenced in other directions by those 
who don't like what they see. 

One of the subjects in the Taxation 
section is the difference attributable to 
the absence in Canada, except for ap- 
proved personal pension arrangements, 
of the tax relief to the buyers of endow- 
ment policies that savers in Great Bri- 
tain have enjoyed for many years. This 
important sales advantage in the U.K. 
has been threatened with removal, but 

(Con t inued  on page 8) 
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EDITORIAL 

THE POST OF U.S. GOVERNMENT ACTUARY 

F RANKLIN B. DANA’S query (at the close of his article in this issue) prompted 
us to turn to several members who were active in Society affairs in the 1950’s. 

We asked them what they recall of past efforts to promote the idea of having a 
Government Actuary in Washington, and ‘how they see today’s prospects. In this 
apace we pass along the views of two of these men, Henry F. Rood and Charles A. 
Sie,+ed. 

Henry Rood was deeply involved in the groundwork leading to the Academy’s 
formation in 1965, and was its first President. He suspects that the idea arose from 
observing government actuaries in Great Britain, particularly Sir George H. Maddex 
whom the Society had elected an honorary Fellow in 1950. Looking at today, Mr. 
Rood considers that in view of the many actuarial areas in the U.S. Government a 
good case can be made for a top actuary having wide jurisdiction. He sees this as 

giving deserved recogniition to the importance of actuarial work and to citizeTs 

vital concern that the various governmental plans ,be soundly based. And this would, 
he thinks, assist in Naohieving the o5cial recognition that our profession seeks. 

Charles Siegfried agrees that it would be helpful to the profession if there 
were one or more high-ranking aotuarial positions in the Federal government, and 
public interest would be well served if ‘these were to be established and responsibilzy 
filled. But he sees formidable political and professional obstacles in the way of this 
being accomplished. 

Like others among our correspondents he regards the political problems today 
as similar in part to those that proved baffling when a Federal Charter was being 
sought for the Academy in the early 1960’s. He perceives also a problem springing 
from rivalries among government agencies that need actuarial expertise. 

But the professional difliculties seem to Mr. Siegfried even more formidable 
than those in the political arena. He has long ,believed that a necessary condition 
for earning a leading actuarial role in government is thatt our profession have a 
stronger background than now exists, in the way of texts, critical studies and research 
that serve to establish acceptable actuarial principles and procedures. He has found 
inadequate internal support for such measures, and recognizes that accomplishing 

them would demand a major money-raising effort. 

Readers will note that Mr. Dana is urging us to make our views known-and 
how better than &rough this newsletter?-on the desirability and feasibility of 
embarking upon a serious fresh effort to get this large question considered. Our 
several correspondents fully share this hope; some of them specially mentioned that 
they would like to hear from two stalwarts whose knowledge and views command 

-great respect-Messrs. Reinhard A. Hohaus and Robert J. Myers. E.J.M. 

LETTERS 
Releasing Exam Results 

Sir: T 

It’s about time-in fact long overdue- 
that the Society finds a better approach 
to communicating exam results to our 
students. 

The main problem is the time lag be- 
tween availability of results in Chicago 
and a few other U.S. cities compared 
with Montreal or Quebec, for example. 
Anxious students work at about 10% 
productivity until they know whether 
they passed or failed. 

As one possible solution, I suggest 
making the results available at the same 
date and same hour in every examina- 
tion center; that all students for each 
exam be told in advance what this date 
and hour will be; and that the period 
between release of the first and last re- 
sults be kept as short as possible. 

I do not see why some students have 
to go through this excruciating period 
of anxiety when it can be eliminated. 
Let them cope with the joy of passing 
or the frustration of failing; but let us 
remove the “pre-result” uncertainty as 
much as we can. 

Louis-Jacques Pelletier m 

Director of Education, Linden Cole 
replies: This year we will introduce a 
new scheme to see if it will solve the 
problem described so well by Mr. Petle- 
tier. We will appropriate one of the So- 
ciety onice’s phone numbers strictly to 
answer inquiries about exam results. 
The estimated dates when results may 
be obtained will have been announced 
to students. Callers will be told whether 
those whose candidate numbers they 
give have passed or failed; thus one call 
can get pass-fail results for a group of 
students. 

This past year we have been succcss- 
ful in mailing results several days earlier I 
than students were told to expect them. 
But, especially for Canadians, declines 
and fluctuations in speed of postal de- 
livery sometimes nullified our efforts. 

I) l c c 

Iteration 

Srr: 
Z. I. Mosesson’s story (Jan. issue) brings 
to mind that I passed Part 7 three times. 
I had difficulty explaining to my mother - 
that I was making progress. 

Colin E. Jack 
(Continued on page 3) 
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letters 
(Coxfinued from pnge 2) 

Cue To A New q 

Sir : 

The force of mortality, jr,, exceeds one 
when mortality is very high. It may be 
of interest to define a new measure of 
mortality at an exact moment of age, 
;I, which never exceeds one. 

11~ is approximntcly the value that qX 
would have if the probability of death 
on each day of the year, ns of the be&- 
ning 01 the year, were the same as on 
the first day of the year. S, is approxi- 
mately the value that q, would have if 
the probability of death on each day of 
the year, as 01 the beginning of that day, 
were the same as on the first day of the 
year. For example, if the probability of 
death DJI the first day of the year is .ol, 
hen ,L,‘~:m(.ol) = 8.65, and G,‘=, 
1 - (.9’,? 365 = 097. 

The exact values of jlX aud & are 
limits of the same procedures, with the 
year drvided into an ever increasing num- 
ber of ever shorter periods. s, is usually 
just slightly less than pX but becomes 
much less when mortality becomes very 
high. The relation between & and \tu 
can readily (details on request) be 
shown to be 

Paul W. Nowlin 
. l . l 

A Grievous Loss 

Sir: 
This is written to commemorate John 
Lennon, whose work and life may have 
had more efIect upon many of us than 
we realize. 

The Beatle’s music, lyrics and attitude 
took over my native France as well as 
the rest of the world. At school few of us 
mastered translations of Macbeth or 
Julius Caesar’s Commentariorum, or 
cared to memorize Heine’s Die Lorelei; 
but we had heated discussions over 
Beatles’ songs: Was Penny Lane better 
than Strawberry Fields Forever? ‘I’be 
English language had never been so 
popular in France. 

And in the U.S. I found students not 
nearly as much interested by the wonders 
and toils of integral calculus as in de- 

0 ciphering songs like Happiness Is A 
Warm Gun. 

John Lennon’s contribution to actu- 
arial science cannot be judged in tech- 

nical terms. Yet, when calls for involve 
ment, change, growth, communication, 
and individual freedom are made, are not 
we all influenced by people like him? 
He created extraordinary realities for 
today and tomorrow. 

Right now, in some insurance office 
elevator, the ubiquitous Muzak is prob- 
ably playing Hey Jude. And struggling 
actuarial students will find that Mr. Len- 
non had kind words for them in his 
Whatever Gets You Thru The Night. 

Etienne Dupourque 
l 0 I I( 

Forfeiting Recognition and Respect 
Sir: 

Your columns often contain letters and 
poems expressing the fond self-satisfac- 
tion of those who have passed actuarial 
exams. Having j uat completed Fellow- 
ship examinations I too wish to share 
some of my thoughts with your readers. 

I’ve recently been thinking about all 
I have endured that presumably now 
makes me a better person, such as: Re- 
ceiving second and third mailings of 
errata and syllabus up-dates in the third 
week of April or October; study notes 
.wiitten so poorly they make simple 
topics virtually unintelligible; mubiple- 
choice questions so steeped in ambiguity 
that even in an open-book exam they 
could hardly be answered with certain- 
ty; waiting only eight instead of nine 
weeks now that result3 are computerized. 

But beyond these rather trivial irrita- 
tions is the serious question of what I 
now have that I didn’t have before. I 
do not have government recognition as 
a professional in pension actuarial sci- 
ence. I do not have any great degree of 
public recognition as an expert in in- 
surance mathematics. I do not even have 
the satisfaction of feeling that my studies 
have helped me significantly in the practi- 
cal performance of my career duties. I 
do have the feeling that we who have 
taken these exams, at great sacrifice of 
time and effort, have missed a great 
opportunity. My opinion and that of 
most of my peers is that the exam pro- 
cess has been primarily an ordeal and 
only incidentally a rewarding education- 
al experience. 

It is no wonder that one comes away 
with this view. In six years of exams 
I have Seen three different organizations 
of the material, each one’s logic more 
abstruse than that of the previous. Our 
syllabus spends endless pages on nine 

different obsolete ways to reserve active 
life disability risks for individual in- 
surance, yet not one word on reserving 
Guaranteed Investment Contracts, prob- 
ably today’s most important insurance 
company pension product. We invest 
hours memorizing the characteristics of 
ancient mortality and morbidity tables, 
yet barely ten minutes of reading de- 
voted to immunization of an investment 
portfolio. 

Our exam process gives one little 
preparation for the questions of today’s 
world-that is, if someone even thinks 
to ask the opinion of an actuary rather 
than of a lawyer, accountant, actor or 
politician. Until we remove the serious 
deficiencies from our examination pro- 
cess so that we actuaries can have pride 
in our training rather than just our en- 
durance, we won’t gain the recognition 
and respect we desire from outside our 
own ranks. Richard L. Sega 

l l l l 

Questioning Whitney Thesis 
Sir : 

Robert L. Whitney’s matter-of-fact state- 
ment (December issue) that he, an actu- 
ary, supports the statistical studies of a 
popular author and an epidemiologist 
to the extent that he would reduce insur- 
ance rates is dangerous. 

Physicians notoriously extrapolate 
small sample indicators into universal 
truths. Authors sell books. Statisticians, 
on the other hand, design, conduct and 
analyze usually trustworthy experiments. 
Actuaries protect survivors by conserva- 
tively managing reserves and by design- 
ing useful products, in this order of im- 
portance. 

Studies of physical fitness need to be 
subjected to rigorous statistical analy- 
sis. Heart disease is one of many factors; 
only a statistician can scientifically dis- 
criminate among them. Even “26 milers” 
die of heart disease. 

Leslie 1. Lohmann 

Mr. Whitney replies: Accurate classi- 
fication of risks is always aided by rig- 
orous statistical analysis. In the practi- 
cal and competitive world, however, one 
must make judgment3 from available 
information which in this case includes 
several studies. One is the Framing- 
ham Study that shows correlation be- 
tween fitness and mortality, even if not: 
a cause-and-effect relationship. 

l l l I) 
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AN AlTEMPT TO CONVERT 
AMERICAN ACTUARIES 

by Hilary L. Seal 

The history surrounding Gershenson’s 
recipe for deaths among “existings” may 
be summed up in quotations spanning 
72 years: 

1898: “AS the period of observation 
terminates at the close of a calendar 
year, the cases ‘existing’ are neces- 
sarily under observation for a portion 
only of the year of duration [age] 
then current, and some of the cases 
of death . . . during the last calendar 
year, would, if treated as ‘existing’, 
have in like manner completed only 
a portion of th e year of duration 
[agelcurrent at exit. In strictness, 
therefore, such cases should contribute 
to the number exposed to risk, not 
the full year of duration [age] cur- 
rent at exit, but only that portion of 
the year which actually fell within 
the period of observation.” 

Thomas G. Ackland, J.I.A. 33, 193 

1943: “. . . it is evident that observed 
deaths before age x+1 among the 
nx+k entrants [at exact age x+k] are 
to be ‘exposed’ for the period l-k 
and not for the full year.” 

Ralph E. Edwards, 
T.A.S.A. XLIV, 34 

1943: “. . . it seems desirable to re- 
mark . . . that the entrants nx+k ob- 
viously can be exposed for not more 
than the period l-k after entrance 
(whether they live or die) . . . ” 

Hugh H. Woljenden, 
T.A.S.A. XLIV, 61 

1945: “. . . the . . . exposed to risk 
. . . produces exactly the same number 
as would result from counting . . . 
a fraction of a unit for each . . . per- 
son corresponding to the fraction of 
the year of age during which he was 
both insured and under observation, 
deaths in all cases being treated as if 
they had occurred at the end of the 
year of age. [Italics in original] 

Edward W. Marshall, 
T.AS.A. XLVI, 38 

1961: “. . . some students (and even 
some experts) . . . think of the expo- 
sure . . . as ‘the distance from the 
point of entry to the end of the ob- 
servation period, or to the end of the 
unit age interval, whichever end-point 

occurs sooner’. That this line of 
thought is inconsistent with +tq=+ t= 
(l-t)q .. . is easily seen by consid- 
ering [an individual aged exactly 
54.25 at entry who died at exact age 
54,-S/12 and would have been subject 
to observational cut-off at age 54.51: 

(a) The quoted line of thought 
would assign an exposure of 
one-fourth of a life-year . . . 

(b) The two-step method would 
assign a potential of three- 
quarters of a life-year . . . . 
Furthermore, no cancellation 
would be required by the in- 
tervention of the end of the 
observation period, because 
this employee would not be 
one of the enders [i.e. exist- 
ing]. The net exposure is there- 
fore three-quarters of a life- 
year . . .” 

Harry Gershenson, Measurement 
oj Mortality, pp. 45-46 

1970: 't . . consider n life D born on 
1 July 1903, entering assurance on 
1 May 1961 and dying on 1 Xovem- 
ber 1964 [The observation period end- 
ed on 31 December 136Lt]. . . . the. 
amount of risk time during this age 
interval [55/56] . . . will be 1 year 
(notionally, because in calculating ;i 
[the observed rate of mortality] it is 
ns ij all the t?, [deaths at age x last 
birthday] were exposed for a full 
year.” 

B. Benjamin S If. W. Haycocks. 
The Analysis oj Mortalrty and Other 

Actuar al Statistics, pp. 4142 

One’s conclusion from all this is that 
in the 1940’s American actuaries came 
to believe that Ackland had been wrong 
45 years earlier, and that their adher- 
ence to this viewpoint converted the Bri- 
tish later on. In fact, an “existing” en- 
tering at age x+a and scheduled to be 
lost to observation at age x+b (a and b 
both fractions) can only be “exposed” 
for b-a of n year at age x last birthday. 
Whether he lives or dies (the latter hap- 
pening after exposure has taken place) 
can surely make no difference. 

Ed. Note: We are pleased to have this 
heretical contribution from our distin- 
guished member now in Switzerland. Mr. 
Seal’s solution is set forth mathematicaf- 
ly in his 1977 paper, Multiple Decre- 
ments or Competing Risks, in Biometrika 
64, 3, pp. 429-39; a reprint entrusted 
to this editor is available on request. 0 

BOOK REVIEW 
Report of The Unrversal SocLal Security Cover- 
age Study Group. 276 pp., Department of 
Health and Human Services, Washington, DC fi 
20201. March 1980. 

Reviewed by Sandor Goldstein 

Ed. Note: This is excerpted from a full 
revtcw to appear in the Transactions. 

The mission of the Universal Social 
Security Coverage Study Group was 
to examine the feasibility and de- 
sirability of mandatory Society Se- 
curity for employees of the federal 
government, of state and local gov- 
ernments, and of private non-profit 
organizations. a proposal that, 
though frequently scuttled. has be- 
come of increasing concern to Con- 
gress. 

This report examines five major proh- 
lems that result from lack of universal 
coverage, VIZ., ’ (1) gaps in protection 
for workers who move between jobs 
covered and not covered by Social Secu- 
rity; (ii) gaps in benefit protection for 
non-covered workers; (iii) undeserved 
exemption of the non-covered from sup- 
porting a redistribution program with a 
social tilt favoring low-wage earners; 
(iv) windfall benefits to those who enter n 
Social Security when already close to 
retirement-stimated to cost the system 
$840 million a year; (v) losses suffered 
by those who contribute to Social Secu- 
rity for so short a time that they never 
become fully insured. 

The leading choices available to poli- 
cymakers are identified as requiring So- 
cial Security coverage, or alternatives 
that at least reduce existing gaps and 
windfalls. 

The Study Group recognizes that most 
existing pension plans for government 
employees would have to be revised. 
New formulas could be designed to pro- ’ 
vide comparable benefits to “average” 
employees under any of three plan types 
(i) an “add-on” approach under which 
the new benefit would be proportional 
to salary but at a reduced level,unaffected 
by the amount of Social Security bene- 
fit; (ii) an “offset” approach under 
which the new plan’s benefit would be 
reduced by a percentage of the Social 
Security benefit, or (iii) a “step-rate” 
under which a given percentage would 
be applied to earnings below a specified -, 
level, and a higher percentage to all 
earnings above it. 

(Continued on page 5) 
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SAKS’ NOTATION 

by C. B. Snksena 

As actuaries familiar with computers 
are thoroughly aware, the Halo notation 
(the century-old life contingencies system 

:1 we all learned as students) has to be 
“linearized” (strung out in a straight 

d 
line) for computer programming. This 
article describes a linearized notation 
that I have used successfully for several 
years. It is for programming use only 
as I have wholeheartedly supported the 
Halo system for continued general use 
until an internationally approved SUC- 
cessor comes into being. 

Saks’ Notation elements are set forth 
in the accompanying exhibit. The gen- 
eral rules governing transformation from 
Halo to my notation are these: 

1. Write down the function in Halo 
form. 

2. Read its parameters in anti-clock- 
wise direction. 

3. In cases of mulliple parameters, 

Q read them from left to right. 

A few of the Saks’ letters serve more 
than one purpose, but no interpretative 
difficulty arises because such a letter’s 
position makes its meaning clear. 

Here are a few interest and mortality 
functions in both nota,tions. I will be 
h appy to send a complete list of these 
to anybody who requests it to my Year 
Book address. Appraisal and comments 
from readers would be welcomed. 

Examples 

A 

B 

C 

CI 

CL 

CM 

D 

E 

EA 

ED 

EI 

EL 

EM 

EN 

EP 

ES 

EU 

G I- 

H 

I 

L 

M 

0 

P 

Q 

R 

S 

T 

U 

V 

w 

X 

Y 

2 

Saks’ Notation 

Angle 
Annuity Function 

Break (between parameters) 

organization that has warranted and 
received strong support of actuaries 

Continuous 
Commutation Fnctn. C 

Interest Fnctn. 6 

Life Table Fnctn. L 

Life Table Fnctn. m 

Deferred 
Rate of Discount 
Commutation Fnctn. D 

Endowment Fnctn. E 

Life Table Fnctn. e 

Single Premium A 

Life Table Fnctn. d 

Rate of Interest i 

Life Table Fnctn. I 

Commutation Fnctn. M 

Commutation Fnctn. N 

Annual Premium P 

Interest Fnctn. .s 

Life Table Fnctn. p 

Commutation Fnctn. G 

Commutation Fnctn. H 

Increasing 

Last Survivor 

Minus 

Complete 

Plus 
Life Table Fnctn. p 

Life Table Fnctn. q 

Commutation Fnctn. R 

Select 
Commutation Fnctn. S 
Salary Scale 

Trema 
Mortality Table Fnctn. T 

Upper 
Age u 

Interest Fnctn. v 
Age v 
Policy Value V 

Within 
Age w 
Paid-up Policy Value 

Age x . 

43 Y 
Life Table Fnctn. Y 

A ge z 

in Canada and the United States, will 
hold its 10th biennial meeting in 
Manila, Philippines, October 25-30, 
1981. Its theme will be Life Insurance 
In An Inflationary Era. 

If you want particulars. ask anv 
of the following members of the P.I.C. 
Executive Committee at his Year 
Book Address : 

In Canada - Richard Humphrys, 
Robin B. Leckie, Ian G. Michie, 
George N. Watson; in U.S.A.- 
Meno T. Lake, E. J. Moorhcad, 
Walter W. Steffen. 

Book Review 
(Contmued jronl page 4) 

Under the alternative system, transfer- 
able credits between Social Security and 
non-covered systems would be established 
to reduce coverage gaps, minimum stan- 
dards would be imposed to eliminate 
some of these gaps, and individual bene- 
fits would be adjusted to remove or re- 
duce windfall benefits. 

Focussing its attention on the 90% 
of Federal employees not now covered 
by Social Security, the Study Group 
concluded that extending those benefits 
to them and modifying future accrual 
rates under their existing plans is legally 
feasible. Three transition options were 
examined. Extending Social Security 
coverage to future employees only was 
seen to be the most readily accepted 
plan but slow in achieving the goals 
sought. 

About 28% of state and local govern- 
ment employees are not under Social 
Security. The Study Group explored 
possible solutions for these, leaning 
heavily on the research of two outside 
groups, one of which was our own Actu- 
arial Education and Research Fund. 

In general, the Study Group has pro- 
duced a comprehensive analysis of im- 
plications and options. Yet, some impor- 
tant considerations seem not to have 
been given adequate attention, specially 
the financial strain that the resulting 
cost increases would place on the affect- 
ed jurisdictions. Also, the gaps in the 
protection already being provided may 
have been somewhat exaggerated. n 



Page Six ,-\ THE ACTUARY ,n, March. 1981 

SIGHTINGS 
This newsletter is privileged to have a 
corps of readers who take the trouble 
to send us references to actuaries that 
they spot in the public press. Some of 
these have just entertainment value, but 
others are useful in showing us what 
people think we are and do. May the 
flow continue! 

I l Y c . 

From Honolulu, Betty Berni sent us an 
excerpt from the book “Kilgallen” by 
Lee Israel containing speculation on 
whether Miss Dorothy Kilgallen, the 
widely known journalist, was murdered 
hecause she knew too much about Presi- 
dent Kennedy’s assassination. The item 
reads : 

She would not have been its only 
victim. In recent history, four wit- 
nesses who testified or were sched- 
uled to do so . . . have been killed 
or committed suicide . . . Eighteen 
witnesses died within a little over 
three years of the assassination, 
thirteen as victims of suicide, acci- 
dent, or murder. The London Sun- 
day Times requested an actuary to 
compute the likelihood of such a 
cluster of deaths related to an event; 
the odds were one hundred thou- 
sand trillion to one. 

The source of this was identified as 
another book, “They’ve Killed the Presi- 
dent”, by Robert Sam Anson. We are 
trying to get into touch with the actu- 
ary who made this calculation. 

l l . c l 

George A. Rudduck found this in an ar- 
ticle lauding air travel safety in Fron- 
tier, the magazine of Frontier Airlines, 
Inc. : 

The toughest statisticians in the 
world, the most ruthless, impartial 
judges of risk probability, are the 
actuaries of insurance companies. 
. . . Pilots fly up to 75 or 80 hours 
a month, and some flight attendants 
average higher on-duty time than 
that, yet these crews pay no higher 
life insurance premiums than those 
in more prosaic and supposedly 
safer occupations. As far as I’m 
concerned, that one fact packs more 
significance than all the statistics 
ever gathered. 

The writer was Capt. C. A. “Chick” 
Stevens. 

. l . l . 

A recent issue of Rocky Mountain Maga- 
zine, 0. David Green, III points out, has 
a list of “ski jargon” definitions, one 
b eing : 

Inverted: Describes a practition- 
er of aerial flips, an actuarial haz- 
ard. 

I . l l . 

Thanks also to Patrick F. Flanagan for 
a clipping from the newspaper of Uni- 
versity of Western Ontario, Western 
News. It reports that Dr. Bette Steph- 
enson, Colleges and Universities Minister 
in the Ontario legislature, underlined a 
need for clarifying the reserves and as- 
sets of that province’s universities by 
asserting : 

At the present time, even the most 
highly informed actuary would 
have grave difficulty in figuring out 
precisely what the reserves and as- 
sets of our institutions are and we 
are trying to correct that situation. 

Happily, she went on to say that ac- 
tuaries are among those engaged in find- 
ing the remedy. 0 

Call For Papers On Inflation 
For Houston Meeting 1982 

The Society meeting scheduled for 
April 1-2, 1982, in Houston, is being 
planned as a special-topic meeting. Its 
subject is Inflation as it affects the 
products and benefits with which our 
profession deals. The Continuing Ed- 
ucation Committee has responsibility 
to assist in developing this program. 

The Committee encourages the 
writing of formal papers suitable for 
presentation at that meeting, and for 
publication in the Transactions. We 
hope that members who may be think- 
ing about writing a paper that is rele- 
vant to the Inflation topic will make 
a point of completing their paper in 
time for presentation at Houston. 

To permit timely consideration, 
papers should be submitted by Sep- 
tember 1, 1981. Although this dead- 
line is not absolute, papers submit- 
ted later may not be approved in time 
for tbe meeting. See the Year Book 
for the Procedure for Submitting 
Papers. 

Frank S. Irish 

I Deaths -1 
William H. Dean, A.S.A. 1973 

Gordon W. Poland, A.S.A. 1925 

NEWS FROM LONDON 
From FIASCO’s January issue we re- 
port, i.e. lift, two items: /? 

1. Parts of a stirring letter from John 
C. Coss, F.I.A., A.S.A.- 

l I think it’s a dangerous delusion (to 
assert) that actuaries have forecasting 
skills. Of course I am not opposed to 
making forecasts provided they are 
not treated as predictions. I agree with 
the advice given at a recent Society 

I 

meeting to +throw away the forecast 
and keep the forecaster’. 

l I wonder if it is really fair to say 
that actuaries have fallen behind other 
related disciplines. The accountants 
seem to be making heavy going of 
dealing with inflation . . . the U.K. tax 
system is positively Byzantine . . . 
there seems no agreement on how to 
measure or even define the money 
supply, let alone how to control it.. . 

l There are encouraging signs that some 
fundamental research is being done, 
although not always by actuaries . . . 

. . . . there is indeed a risk that life 
insurance and private pension funds 
may be found wanting by tbe social 
contribution test which in the end 
must bc the decisive criterion . . . /? 

l I commend futures studies as a fruit- 
ful area for actuarial involvement, 
both in relation to our traditional 
concerns and more generally. This is 
a growing field in North America, in 
which the Society has been aative. 

2. Exhortation To A Young Worm, “to 
be sung, more or less, to the tune of 
‘We plough the fields, and scatter’;” 
printed here are just its refrain and 
fourth verse 

Refrain. 

So, ev’ry little grublet, 
Do this before you die; 
Think of your figure; double it; 
Divide and Multiply. 

Verse 4. 

We need no graduation, 
No tests, no square of cbi, 
No formula summation, 
No double integration 
No rough interpolation- 
Not even osculation; 
Our only operation, 
Divide and Multiply. 
So, ev’ry little grublet, etc. - 

We hope the author will identify him- 
or-herself and insist that the rest be 
printed. cl 
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Actuaries in GAO 
(Continued from page 1) 

0 
date it renders legal opinions, prescribes 
accounting principles and standards, re- 
views Federal operations on its own ini- 
tiative, and prepares analyses for Con- 
gress. 

. . Organization of GAO 

As Government becomes more com- 

J plex and new legislation is passed, 
GAO’s work becomes more varied and 
its organization more complex. It is now 
headed by Elmer Staats, with the title 
“Comptroller General of the United 
States.” Mr. Staats’term of office will ex- 
pire in March 1981. Under the law the 
term is 15 years and no holder can SUC- 

teed himself. His successor will be chosen 
by President Reagan from a list of can- 
didates submitted by a bipartisan group 
of Congressmen. 

Reporting directly to Mr. Staats are 
the General Counsel, three Assistant 
Comptrollers General and ten division 
directors. One Assistant Comptroller 
General heads up policy and program 
planning, another administration, and 
the third, promram evaluation. Each of *x2- ._. - --_ 
the ten- division drrectors reporting--di- 
rectly to Mr. Staats is responsible for 
a specified area of activity. These ten 
functional areas are intended to cover 
everything in which Congress has an 
interest. 

1 

What Actuaries Do 

Actuaries act as consultants to all the 
operating divisions on problems involv- 
ing pensions or insurance; make mathe- 
matical calculations involving interest 
or life contingencies; answer technical 
questions; and assist the operating di- 
visions in preparing reports to Congress, 
testimony for hearings, and comments 
on proposed legislation. The principal 
product of GAO is a report, typically 
blue-covered, in which the results of an 
investigation are presented. 

GAO actuaries do not initiate work 
and do not write reports. They can, and 
do, suggest jobs that operating divisions 
can undertake. 

Recently we have been assigned the 
Comptroller General’s actuarial responsi- 
bilities under the reporting requirements 
of P.L. 95-595 (enacted November 1978). 

0 Under this public law the Office of Man- 
agement and Budget, in consultation 
with the Comptroller General, is to pre- 
scribe format and content of the annual 

reports required of several Federal Gov- 
ernment retirement plans; Civil Service, 
Foreign Service, Military, Federal Re- 
serve, and Tennessee Valley Authority. 
(Ed. Note: One of these, for the Mili- 
tary, was described in an article by Toni 
S. Hustead, Oct. 1980 issue). 

The Comptroller General alone has 
similar responsibility for 33 other Fed- 
eral plans, principally those covering 
certain Federal judges and employees 
of farm loan banks. He also reviews 
these reports and, on request or when 
deemed necessary, recommends addition- 
al legislation. Implementation of P.L. 
95-595 has given GAO actuaries operat- 
ing responsibility for the first time. 

Here are a few examples of jobs that 
GAO actuaries have worked on: 

(1) Total compensation compara- 
bility between Federal and private sector 
workers - working closely with GAO 
auditors on a report on this complicated, 
sensitive subject. 

(2) Loss ratios on Medicare Supple- 
ment Insurance, assisting auditors in 
preparing testimony for a hearing by 
the House Committee on Aging. This 

-study_ assertedthat, based on data pub- 
licly available, this supplementary in- 
surance has generally not been cost- 
effective. 

(3) Standards 412 and 413 of the 
Cost Accounting Standards Board pre- 
scribe rules that contractors must fol- 
low in accounting for pension costs for 
workers on Government contracts. GAO 
actuaries made a major contribution to 
preparation of these Standards, and to 
a subsequent report which showed that 
more control over such accounting 
could save the Department of Defense 
millions of dollars. 

(4) Finances of 15 selected Health 
Maintenance Organizations which had 
qualified for Federal grants, and their 
progress toward self-sufficiency, were 
assessed and found to be, in general, 
somewhat less sure than the HMO’s had 
been led to believe. 

(5) GAO actuaries helped to prepare 
a report on the funding-level in a group 
of selected state and local pension plans. 
As readers of this article would expect, 
funding fell far short of what ERISA 
requires of a private plan. The outlook 
is for trouble ahead. 

The Multi-employer Pension Plan 
Amendments Act of 1980 has provided 
us with an important new assignment. 

PHllADELPHlA EXAM SEMINARS 
“Casualty Actuaries of the Mid-Atlan- 
tic Region” and Temple University 
will offer J-day review seminars for 
Part 2(April9-11) and Part 4,(April 
30-May 2), also a 6-day seminar for 
Casualty Part 6 starting April 9. 
Particulars from Dr. Gerald R. Hart- 
man, Dept. of Ins. & Risk, Temple 
University, Philadelphia, PA 19122. 

-I 

Its Section 413 directs the Comptroller 
General to study the effects of these 
amendments. Actuaries will be particu- 
larly involved with studying the finan- 
cial conditions of multiemployer plans 
and employers, and the sufficiency of the 
fund established to guarantee benefits. 
A report to Congress of the results is 
due by June 30,198s. 

Status of Actuaries in GAO 

At present we have a staff of six ac- 
tuaries: two FSA’s, three Associates, 
and one who lacks only Part 5-B to be- 
come an Associate. Formerly part of 
the GAO Financial and General Man- 
agement Studies Division, the actuarial 
staff was transferred a few months ago 
to a division called Institute for Program 
Evaluation. 

The Matter of a Government Actuary 

In 1957, when hiring an actuary was 
first proposed, legislation for a Govern- 
ment Actuary (with the title Assistant 
Comptroller General) was drafted. All 
actuarial work, for the executive branch 
as well as for GAO, was to be the Gov- 
ernment Actuary’s responsibility. Pre- 
sumably the non-political nature of GAO 
and the job’s magnitude, calling for a 
respected, highly competent incumbent, 
would assure professionally excellent 
work. GAO didn’t like the idea, but did 
not discard it altogether; in 1969 they 
hired an actuary at the much less influ- 
ential level of Assistant Director in what 
was then the Office of Policy. A few 
years ago this title was changed to Prin- 
cipal Actuary. 

The 1957 proposal for a Government 
Actuary had the support of prominent 
members of the Society of Actuaries. 
Should it again be considered? GAO 
may not be the place for a Government 
Actuary-but, if not, where should it 
be? Are the difficulties in implementing 
such a proposal insurmountable? Per- 
haps some readers wish to comment. q 
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Canada Seen From Norwich 

(Con tmued from page 1) 

now if the recommendation of the Wilson 
Report (see The Actuary, Nov. 1980) is 
accepted, it will survive and be extended 
to other forms of medium-term and 
long-term saving. The author’s comment 
is that in Canada savings contracts- 
because of higher unit costs as well as 
lack of this tax advantage-“represent 
poor value for money . . . Many of the 
endowment plans still in existence con- 
tinue to contribute to the poor induslr y 
image because of (their) low return and 
because of the dubious way in which 
they are sold.” A few comparative fig- 
ures are given. 

Of particular interest over here is Mr. 
Hardy’s analysis of Guaranteed Cash 
Surrender Values, a feature that he at- 
tributes to public demand because of 
shady industry practices many years 
ago; this reference perhaps is primarily 
to United States events. After describing 
policy cost comparison matters the au- 
thor turns to what this newsletter has 
called “the Anmle/Bladen theme” 
1981 issue) : “& Canada the invest!!::; 
policy pursued by most companies is 
reasonably consistent with the provision 
of such guarantees. Equity and property 
investments are each usually well below 
10% of company’s investment portfolios 
. . . (The remainder) is usually divided 
fairly equally between primarily gov- 
ernment debt of maximum initial dura- 
tion 20 years, and commercial and resi- 
dential mortgages, the majority of which 
have a maximum initial term of 5 years. 
The weighted average term of most com- 
panies’ outstanding fixed interest port- 
folios is therefore usually between five 
and seven years-much shorter than in 
the U.K. Fluctuations in the market 
values of such short-dated investments 
are modest and can generally be handled 
within a company’s free reserves. 

“The existence of guaranteed cash 
surrender values in Canada has ted the 
Canadian ordinary-business actuary to 
develop the science of double decrement 
tables to a much greater extent than his 
U.K. counterpart.” There follows some 
analysis of the need in Canada to take 
withclrawal rates into account, and an 
a=4 share example. 

Quoting from the Field Force section: 
“The life assurance agent in the U.K. 
has traditionally (commanded) a degree 

of public regard-a dependable person 
to whom a family can turn for financial 
advice. . . . In Canada, many people un- 
fortunately regard insurance agents in 
the same category as encyclopaedia and 
used-car salesmen. In the majority of 
cases this poor reputation is completely 
undeserved, but the emphasis which 
most agents place on sales rather than 
service has created (this) climate. . . . 
Looking at the U.K. marketing scene I 
can see very clear signs that the situa- 
tion is changing towards the North 
American pattern.” 

FIASCO reports a lively discussion of 
this paper. 

E.J.M. 

FSA Party 

(ContLnued from pnge 1) 

Even as a young, naive Part 2 student 
who had never heard of Dan McGill, I 
realized that financing a proper celcbra- 
tion would take planning. My then un- 
enlightened mind was beginning to per- 
ceive the advantages of funding over the 
current disbursement method, advantages 
I would later have the pleasure of com- 
mitting to memory. With some help, I 
devised a method for spreading the cost 
of my FSA party as a level percentage 
of salary over my exam-taking years. 

The principles are analogous to pen- 
sion funding, although I’m staying clear 
of the terminology controversy by not 
using any terms. (Please note that this 
is not because I never understood pen- 
sion terminology). Annual contri- 
tions are determined by the formula: 

PV of Future Consumotion - Existing Fund 

PV of Future Salary 

X Current Salary 

The denominator is straightforward, 
the only tricky assumption being one’s 
exam-passing succe3s. The first step in 
determining the numerator is to pro- 
ject the party population. The existing 
actuarial department must be depleted 
by retirements and quits, and au,mented 
by hirees. For conservatism, all are as- 
sumed to be accompanied by an oppos- 
ite-sexed friend. The gang is then classi- 
fied into males/females and liquor drink- 
ers/soft drinkers (wets/drys) . 

THIS MONTH’S QUERY 
FOR ACTUARIES 

Actuaries, we know not how many, 
have home computers. 

Query: What uses, other than do- 
mestic amd entertainment, are actu- 
aries making of home computers? 
Should an actuary not versed in com- 
puter lore seriously consider acquir- 
ing one? If so, what kind is recom- 
mended? 

Please send answers to this news- 
letter at its masthead address for com- 
pilation into an article giving credit 
to each contributor. 

Of course, it would be grossly over- 
conservative to assume that the entire 
group is present consuming food and 
drink over the entire party life. I sug 
gest constructing two tables of LX’s 
( x = party hour), one for wets and 
one for drys. Decrements are those leav- 
ing and passing out. In my professional 
judgment, drys are more prone to leav- 
ing early, but almost immune to passing 
out. For simplicity, passed-out wets are - 
assumed not to revive, or else to feel 
sufficiently awful when they do that their 
subsequent consumption is minimal. 

Useful statistics on party consump- 
tion per hour are published annually by 
the NAPG, the only question being 
whether actuaries can pass for typical 
party-goers. Food intake is sex-distinct, 
and beverage intake is wet/dry-distinct. 
Applying consumption per hour factors 
to the L,‘s results in total consumption 
in current dollars; after accounting for 
inflation, this is discounted to the present 
in the usual way. 

This description is intended to inspire 
other students who plan on havin: an 
FSA party some day. It is a satisfying 
actuarial exercise. A high degree of ac- 
curacy is possible since one is person- 
ally acquainted with the future attendees 
and their consumption habits.Also, party 
funding is yet relatively unregulated, 
even if there are more than 100 party 
participants. m 

Now, if you’ll excuse me, I’ve got 
to order some cold-cut trays. cl 


